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INSTRUCTIONS TO CANDIDATES 
The exam has two sections: 
Section A must be answered on the Multiple Choice Answer sheet provided in this examination paper 
and must be handed in with your answer booklet.  Please ensure that your name and student number 
are clearly indicated on your Answer Sheet and at the top of this examination paper.  




You may begin writing from the commencement of the examination session.  The reading time 
indicated above is provided as a guide only. 
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Section A 
Multiple Choice Questions 
Section B 
Short Answer Questions 
Total No of Marks for this section:  60 Marks 
This section should be answered in the Answer Booklet provided.  




What advantages or benefits have been achieved by  standard setters to support conceptual 
framework projects? Do you agree that in practice such benefits will be achieved?   
(Marks 15) 
Question 2 
Do you think it is realistic to expect that there will eventually be an internationally uniform set 
of accounting standards? What factors would work for or against achieving and maintaining this 
aim? 
           (Marks 15) 
Question 3 
Given the process involved in developing accounting standards, do you believe that accounting 
standards can be considered to be ‘neutral’? 
(Marks 15) 
 
Please note that the question number 4 is given in page 14. 
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Assume that Kahuna Company Ltd decides to undertake an upward revaluation of its non-
current assets just prior to the end of the financial year, the effect being that the total assets of 
the company increases, as does the total shareholders equity. 
(a) Explain the decision of management to undertake an asset revaluation in terms of the 
debt hypothesis of Positive Accounting Theory. 
(b) Explain the decision of management to undertake an asset revaluation in terms of the 
management compensation(bonus) hypothesis of Positive Accounting Theory. 
          (Marks 15) 
